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REPLY COMMENTS OF AMERITECH

Ameritech1 submits these reply comments in response to the

Commission's notice of proposed rulemaking in the above docket,2 focusing on

issues raised by MCI in its initial comments.

MCI asks not only for a return to the status quo for long-term plant under

construction (i.e;, the capitalization method with AFUDC capitalized at the prime

rate), but also for the imposition of the capitalization method for short-term plant

under construction as well. MCfs primary arguments appear to be that

including any plant under construction in the rate base - even if AFUOC is

capitalized and removed from the revenue requirement - will require current

ratepayers to pay for projects which benefit only future ratepayers and is

"contrary to the Commission's goal of ensuring 'low cost' communication

service." Both arguments are faulty.

First of all, as MCI points out, the assumption at the time the Commission

changed from the revenue requirement offset method to the capitalized method

1 In this filing, Ameritech means: Illinois Bell Telephone Company, Indiana Bell
Telephone, Incorporated, Michigan Bell Telephone Company, The Ohio Bell Telephone
Company, and Wisconsin Bell, Inc.

2 In the Matter of The Accounting and Ratemaking Treatment for the Allowance for
Funds Used During Construction (AFUDC), CC Docket No. 93-50, Notice of Proposed
Rulemaking, FCC 93-126 (released March 22, 1993) (''NPRM'').
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in Docket No. 19129 is that long-term construction projects typically took five

years or more to complete. However, as the Florida Public Service Commission

pointed out in its comments,3 the amount of time needed for the construction of

most telecommunications plant has decreased significantly in recent years. In

Ameritech's experience, projects representing over 90% of the funds in the plant

under construction long-term account are put into servce in less than 2 years.

Thus, as with short-term plant under construction, the current group of

ratepayers is likely to be substantially the same as it will be when the plant goes

into service. In any event, capitalizing AFUDC at the prime rate and removing it

from the current revenue requirement defers recovery of avoidable capital costs

to the plant's in-service period.

Second, MCl's low cost argument is misguided. As Ameritech pointed

out in its original petition for rulemaking, excluding plant under construction

from the rate base via the capitalization method actually produces greater cost in

the long run. In fact, MCl's proposals would actually increase costs to ratepayers

by adopting the capitalization method for short-term plant under construction as

well. This makes no sense.

3 Florida Public Service Commission at 3.
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In short, as Ameritech pointed out in its comments, the Commission's

proposal achieves a result that is fair to investors, consistent with GAAP and, as

noted in Ameritech's original petition, produces lower costs for ratepayers in the

longrun.

Respectfully submitted,

/J~~
Micha~l S. Pabian
Attorney for Ameritech
Room4H76
2000 West Ameritech Center Drive
Hoffman Estates, IL 60196-1025
(708) 248-6044

Dated: May 28,1993
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